In force since 1 January 2012 with the latest niogifons of 21 November, 2011

Act |1 of 2004
on Motion Picture

In order to enhance and preserve the values of &tiargmotion picture culture, to develop
the Hungarian film industry and to make it interoaally competitive, to create a support
system that promotes the efficient use of resouvads a view to the development of the
culture of films and to establish a legal backgebtimat serves this purpose and is in line with
the regulations of the European Union, the Parli@méHungary drafts the following act:

Chapter |
GENERAL PROVISIONS
Title 1
Scope of the Act
Article1

(1) This Act shall cover the production, distritmtiand archiving of Hungarian films and
films produced with Hungarian participation as waslthe distribution of films in Hungary.

(2) The scope of this Act shall not cover audioalsworks produced by business
associations and other organisations or governtadies for the purpose of performing their
tasks, intended exclusively for their internal uaadiovisual media services defined in a
separate law, and multimedia productions markeiethe purpose of being played as games.
(3) Chapter | and Titles 1, 2 and 4 of Chapterfithas Act shall be applied to subsidies that
serve the implementation of the objectives of thatiom picture industry on condition the
source of these subsidies is an appropriation akéed in the central budget or the budget of
a local or a minority government, to subsidies tgdrby the Government, a foundation or
public foundation founded by a local or minoritywvgonment, and to subsidies granted by the
National Cultural Fund.

Title 2
Definition of Terms
Article2

For the purposes of this Act:

1. motion picture industrythe entirety of activities that exist within theope of motion
picture culture and the motion picture industrywedl as all persons pursuing such activities;

2. film: work that, in accordance with Act LXXVI of 1999 ddopyright (hereinafter
referred to as: Szjt.), qualifies as a film, exahgdnews programmes, topical and service
magazine programmes, sports broadcasts, talk-shgamge and quiz shows, as well as
commercials that fall under the scope of the acthenbasic conditions and certain limits of
business advertising activities;



3. film authors:authors of literary and musical works producedtf@ purpose of film,
the director of films and all persons who have dbated creatively to developing an entire
film, as well as the authors of other works usethafilm;

4. film producer:a legal person or business association without legigsonality who or
which initiates and organises the realisation diil in his/her/its own name, ensuring
financial and other conditions for this purposed dras the right to use and to authorise the
use of the film;

5. Hungarian film producer:a film producer who is a legal person or a business
association without legal personality, with registe seat in Hungary, the majority of
executive officers of which are citizens of an EEfate or country that is a signatory to the
European Convention on Transfrontier Television andvhich citizens or legal persons of
such countries have an influence that ensures ityagantrol;

6. international co-production filma film produced by film producers who are subject t
the jurisdiction of different states, which quaddi as a co-production film in line with a
bilateral or multilateral international agreementlee laws of the countries concerned,

6a. co-production film:a film produced jointly by Hungarian producers imigh the
rights and obligations of the producers are regdléty a co-production agreement;

7. a) Hungarian film:a film in which Hungarian participation scores @ast 75 points
based on the table set out in Article 3;

b) film with Hungarian participationa film in which Hungarian participation scores at
least 30 points based on the table set out in lar8¢

c) other film with Hungarian participatiora film in which Hungarian participation scores
at least 15 points based on the table set outtiolA;

d) other film:a film in which Hungarian participation scores |&san 15 points based on
the table set out in Article 3;

8. film originally produced in the Hungarian language:film that belongs to any of the
following categories:

a) during its filming the actors (and the narrator idgrthe post-production) use the
Hungarian language most of the time,

b) during its filming the actors (and the narrator idgrthe post-production) use the
language of a minority living in Hungary, on conalit the subject is related to the life or
culture of that minority;

9. direct subsidyfinancial allowance granted by the bodies defimediticle 1 (3) of this
Act for motion picture industry purposes;

10. indirect subsidy:subsidy for the realisation of the objectives o thotion picture
industry, for which the entity providing such subsmay be granted tax benefits specified by
law;

11.

12. selective subsidysubsidy due to the film producer, film distributor any other
applicant under this Act, based on the decisiorthef supporting body made by way of a
tender application or by evaluation of an individtequest, and subject to the characteristics
of the film (in particular, the script, budget,istic value, authors, producers, and actors of the
film) or the nature of another objective to be suped;

13.

14.supporting bodythe organisation or institution that provides suppm motion picture
industry objectives as defined in Article 1 (3);

15. film distribution: making the original or reproduced copies of a fdotessible to the
public in particular

a) by distribution, or by offering films for distribian,

b) by operating movie theatres,



c) by publishing, selling, renting or renting in usudt films on any medium;

16. movie theatre:premises installed and used for the public presentaf films in
return for an entrance fee, equipped with any Vidisplay equipment;

17. movie theatre operatiorbusiness activity aimed at presenting films to plélic in
movie theatres;

18. film distributor: business association or any other organisation gatjan the
distribution of films in a business-like manner;

19. film plan developmenthe total of research, production, planning andanigational
work aimed at the creation, merchantability ane skdasibility and consequent realisation of
film plans and scripts;

20. film production:the total of creative, organisational, financiatldachnical activities
from the start of the shooting of the film up t@ goroduction of the first original copy of the
film; the first original copy of the film is ther8t final copy suitable to be shown to audiences;

20a. film production companya legal person or a business association witlheysl
personality which organises the realisation ohalliased on an agreement for film production
but shall not be considered a film producer in eespf the given film;

20b. Hungarian film production companya film production company having its
registered seat in Hungary, registered in accolanth Article 27, the majority of executive
officers of which are citizens of an EEA State ouwtry that is a signatory to the European
Convention on Transfrontier Television;

21. preparation of film production:creative and organisational activities aimed at
ensuring the necessary financial, technical androsgtional conditions for film production,
preceding the actual start of film production;

22. workshop:a creative community established for the develogneériilm plans and
scripts, the members of which shall closely co-afeer explicitly for the purpose of
developing film plans and film plan packages andtfe production of films, within the
framework of the business form selected by the canity in question;

23. commissioned filmany film in the production of which a company gbalig as as
Hungarian film production company, with a view ke tgiven film, participates;

24. non-commissioned filmany film in the production of which a company gbatig as
Hungarian film producer, with a view to the givaimf participates;

25. direct film production costa payment included in the budget of the given film
financially settled by the producer of the film, iarthe case of a commissioned film, by the
Hungarian film production company participatingtire production, confirmed by a receipt,
which complies with the conditions set out in tAid;

26. national film assetscopyrights due to the State pursuant to Article Bepealed Act
XVI of 1884, economic copyrights due pursuant tdiddes 3 and 74 of repealed Act LIV of
1921 on Copyright, economic copyrights due purst@amitrticle 41 (3) of repealed Act Il of
1969 on Copyright, rights of use due pursuant ttickr 64 of Act LXXVI of 1999 on
Copyright; furthermore the entirety of rights dwethe owners of subsidiary rights as per the
provisions of Article 82 of Act LXXVI of 1999 on Quyright, and the copies of the original
negatives of films that are part of national filssats;

27.EEA Statea Member State of the European Union or anothég #tat is party to the
Agreement on the European Economic Area; as wall state the citizen of which has equal
legal status to citizens of states party to theeagrent on the European Economic Area in
accordance with the international agreement betwtben European Community and its
Member States and states not party to the Agreearetite European Economic Area;

28. film creating cultural value based on its genffeature film, short feature film,
experimental film, documentary, scientific, nontifbm film, animation film, short film,
television movie, television series; with the exeap of television movies or television series



primarily based on entertainment-oriented presemtaif real-life persons and events, which
represent no artistic value (reality shows) antldi@l film series that are broadcast several
times per week consisting of more than twenty ejgsp which, due to their unfinished
dramaturgy, can be continued without end and whlieimot establish cultural value (soap
operas);

29.direct Hungarian film production costhe group of direct film production costs which
occur in the form of tax obligations or which ceedaéx obligations in Hungary and which
comply with the requirements set out in this Act.

Title 3
Classification of Films
Article3
(1) Feature films shall be classified into onelw# tategories of ,Hungarian film”, ,film

with Hungarian participation”, ,other film with Hgarian participation” and ,other film”
according to the score achieved based on the fwitptable:

Hungarian elements \ Maximum score

1. Authors:

Director 12

Script writer 8

Composer 4
Total 24
2. Film producer

Film production company 10

Producer 5
Total 15
3. Film originally produced in the Hungarian langaa 15
4. Actors (appearing in picture or sound):

Leading actors 10

Supporting actors 5
Total 15
5. a) Artistic staff:

Director of photography 3

Editor 2

Production designer 2

Costume designer 2

Make-up artist 1

b) Technical staff:

Sound engineer 2

Specialist staff 2

Workers 1
Total 15
6. Shooting and post-production:

a) Location where the film is made

Shooting locations 3

Shooting laboratory (negative development and miagfe 2

b) Technology used for the shooting




Picture 2
Lighting 1
Technical structures 1
¢) Sound post-production (mixing) 3
d) Laboratory work and electronic imaging post-procarct 4
Total 16

(2) Animated films shall be classified into one tbe categories of ,Hungarian film”,
Lilm with Hungarian participation”, ,other film wh Hungarian participation” and ,other
film”, according to the score achieved based orfalewing table:

Hungarian elements \ Maximum score

1. Authors:

Author of literary book 6

Character designer 4

Storyboard writer 7

Director 10

Composer 3
Total 30
2. Film producer

Film production company 10

Producer 5
Total 15
3. Film originally produced in the Hungarian langaa 10
4. Characters (voice of characters) 3
5. Artistic and technical staff:

Picture designer and senior picture designer 10

Background designer 4

Animators 10

Painters 7

Composite designer 3
Total 34
6. Post-production

Editor 4

Sound engineer 4
Total 8

(3) Documentaries and scientific, non-fiction filnskall be classified into one of the
categories of ,Hungarian film”, film with Hunganm participation”, ,other film with
Hungarian participation” and ,other film”, accordinto the score achieved based on the
following table:

Hungarian elements \ Maximum score
1. Authors:
Director 12
Scriptwriter, editor or dramaturge 8
Composer 4
Total 24
2. Film producer
Film production company 10
Producer 5




Total 15
3. Film originally produced in the Hungarian langaa 13
4. Actors (appearing in picture or sound): 15
5. Artistic and technical staff:
Director of photography 10
Sound engineer 4
Editor 3
Total 17
6. Shooting and post-production:
a) Shooting locations 6
b) Technology used for the shooting 2
¢) Sound post-production (mixing) 4
d) Laboratory work (special effects, lighting) and attenic 4
imaging post-production
Total 16

(4) The table set out in paragraph (3) shall applgxperimental films and other genres
not covered by this Act with the following derogats: if the highest score achievable by the
film to be classified — based on actual participatby authors and conditions that can be
evaluated using the table — is less than 100 patiinéscriterion for classification into one of
the categories set out in point 7 of Article 2,imgkthe achievable score as 100 %, shall be
for the given film to achieve the percentage cqoesling to the points determined in point 7
of Article 2.

(5) When calculating the points specified in thigidle, the points that can be awarded for
the Hungarian elements of a film shall be adjustedhe ratio of Hungarian participation
within the specific elements; and, in the case ofil@ production company, to the
contribution of the Hungarian film producer withine total film budget or to the ratio of
direct film production costs arising in Hungary hrt the total film budget, should this latter
amount be higher.

Purpose and Principles of the Act
Article4

The purpose of this Act is:

a) to ensure wide access to the values of Hungariaiompicture culture and to increase
the number of viewers;

b) to preserve and enhance the values of Hungariarompicture culture by supporting
the creation of films and artistic, scientific adiucation activities related to motion pictures;

c) to provide appropriate legal background and finanoesources for Hungarian film
production to be successful in the international, am particular, in the European audio-visual
market;

d) to create a professional structure that is abngure the production and distribution of
high-standard domestic audio-visual works and teeetbpment of the Hungarian motion
picture industry infrastructure by efficiently ugibudgetary and other resources available;

e) to determine the statutory and other state tas§gined for the functioning of the
domestic motion picture industry;

f) to determine the institutional framework for preseg and utilising national film
assets, and in connection with this, to createif@wmn framework for settling economic rights
of the state;



g) to assist and promote the establishment of intenmalt and, in particular, European
relations in the motion picture industry.

Article5

(1) In order to achieve the objectives determinethis Act, the Act defines the method
for providing budgetary resources and resourcesidritthe budget required for the
Hungarian motion picture culture and motion pictunelustry to play a domestic and
international role.

(2) This Act shall be applied so that the profesaicand artistic independence of the
resource distribution and institutional system bé& tHungarian motion picture industry
defined in the Act shall not be infringed.

(3) In the course of operating the state suppatesy defined in this Act, efforts shall be
made to use public funds efficiently and effectyyednd the use of state subsidies shall be
transparent and controllable.

(4) In applying this Act and operating the statppmart system defined by the Act, the
promotion of equal opportunities of people beloggia different nationalities of the society
and of people with disabilities shall be ensured.

Chapter 11

SUPPORT FOR THE MOTION PICTURE CULTURE AND THE MOTION PICTURE
INDUSTRY

Title 1
Principles of the support system
Article 6

The purpose of this chapter is to determine theémaork for a comprehensive support
system that promotes the stability of the Hungamaotion picture industry, makes the
utilisation of public funds more efficient and caitable by ensuring predictability, as well
as specifies consolidated basic criteria for filamgl organisations of motion picture industry
that receive state support. Accordingly, in therseuof operating the support system, the
following objectives and principles shall be apglia particular:

a) increasing the number of Hungarian films and filpoduced with Hungarian
participation,

b) making the production and financing of films easteplan,

c) ensuring that films are completed and reach théeaad,

d)

e) mobilisation of the industry’'s own resources an@npoting investments into the
motion picture industry,

f) preserving the existing values of the Hungariam fdulture in neighbouring countries
and supporting the creation of new values.

Article7



The sources of the support system shall consdirett and indirect state subsidies set out
in this Act.

Title 2
The Hungarian National Film Fund Non-Profit Privatsmited Company
Article8

(1) The Hungarian National Film Fund Non-Profit\tie Limited Company (hereinafter
referred to as: the MNF) shall allocate the funé$ineéd for the motion picture industry
according to the provisions of this Act.

(2) The MNF is a sole non-profit private limitednespany founded by the Hungarian State
Holding Company (hereinafter referred to as: the \MHRrt.), the share of which is not
tradable. The MNF’s deed of foundation is adoptedhe MNV Zrt. The deed of foundation
and its amendments are published by the foundiei®fficial Gazette.

Article9

(1) The MNF is led by the chief executive officer.

(2) The MNF's support functions are provided by tfee-member Film Industry
Arbitration Committee operating within the MNF, akefined in the MNF's Support
Regulation.

(3) The members of the Film Industry Arbitration fDmittee are the chief executive
officer and four other Hungarian nationals having least five years of professional
experience in any field of the motion picture intiysThe members of the Film Industry
Arbitration Committee shall be appointed by theettexecutive officer and shall receive a
salary determined by him/her. The chief executffecer shall dismiss the member of the
Film Industry Arbitration Committee if he/she comsna serious breach of the obligation in
connection with his/her mandate.

(4) The Film Industry Arbitration Committee shadade by the majority of the votes of
all members.

Article 9/A

(1) The sources of the MNF's revenue shall corsfishe central budgetary funding and
other revenues of the MNF.

(2) 80% of the gambling tax on the six-game lottemgll be allocated to the MNF for the
performance of its duties under this Act, and @xpenditure shall be provided for in the
budgetary chapter of income and expenditure oé stasets.

(3) The MNF shall use its other revenues generdieithg its operation for motion picture
industry related purposes under this Act.

(4) In the course of performing its tasks, the M§lfall pay attention to serving different
needs of the society and to ensuring the diveddithe Hungarian motion picture industry. It
shall, in particular, provide opportunities, on thasis of equal opportunities, for different
generations of film producers, workshops, and tsetadbe presented to the broadest public
possible and for the realisation of their creatpgectives. For this purpose, in the course of
developing a related distribution system, it sliglermine the proportions of each sub-area;



create a balance between the perspectives of aufilor producers, distributors, and viewers
as well as artistic and economic interests.

Article 9/B

(1) The tasks of the MNF shall be in particular:

a) to operate the motion picture industry supporteysthrough distributing the sources
of revenue;

b) to elaborate principles for tender applicationghvparticular regard to

ba) equal opportunities of applicants, the claritgnBparency and comparability of tender
applications,

bb) ensuring the continuous presence of Hungariarsfamd the Hungarian film industry
on domestic and the European film market as wetinasiarkets outside of Europe,

bc) promoting the distribution of Hungarian and unsadrfilm culture in Hungary,

bd) ensuring the continuity of tendering;

c) to continuously monitor the completion of films ane& @chievement of other supported
objectives starting from the award of subsidiesl tncontrol the use of subsidies, to promote
the international distribution of films and thenegence at film festivals;

d) international representation of the film industndamaintaining international relations,
facilitating involvement in the international matigicture industry tender system;

e) supporting Hungarian motion picture art in neightrmy countries and promoting its
continuous presence on domestic and European fankets as well as on markets outside of
Europe;

f) management and utilisation of economic rights aequunder a contract related to
films realised with state support, based on the MNSupport Regulation and the agreement
concluded with the supported organisation or person

g) management and utilisation of property owned onagad by the MNF;

h) preparing concepts on the development of the sapport system for the motion
picture industry;

i) registering state and local government-owned sifesutstanding importance for the
dissemination of Hungarian culture and for Hunganyiternational assessment, suitable for
film shooting, and assistance in the use of sutds $or film production under an agreement
with those authorised to dispose of such sites.

(2) The MNF shall determine the detailed rules tbasure the application of the
principles and conditions for tender applicationd aupport defined by this Act in its deed of
foundation and/or its support regulation. The suppegulation shall be published by the
MNF in the Official Gazette and on its home page.

Title 3
The Motion Picture Coordination Council
Article 10
Article11
Title 4

Rules of allocating subsidies



Article 12

(1) Direct subsidy for the motion picture industshall be given through selective
subsidies.

(2) Within selective subsidies, bodies providindgpgdies may grant refundable or non-
refundable subsidies. For refundable subsidies,stigporting bodies shall determine the
method and amounts of such refunds.

(3) Based on this Act, subsidies may be grantedHerpurposes of the following film
industry activities:

a) film plan development,

b) preparation of film production,

c) film production,

d) film distribution, marketing activities for film dtribution and film sales,

e) film copy renovation and archiving,

f) research and training in the motion picture indystr

g) organising events in the motion picture industtierading events and film festivals,

h) preparing and releasing publications in the mopi@ture industry,

i) infrastructure development.

(4) With regard to reaching the maximum limit (maxim extent) of the state subsidies
granted for the activities determined in paragréh all motion picture state subsidies shall
be taken into account regardless of the numbehefactual supporting bodies. The state
subsidy of films that receive subsidies for theparation of film production shall be taken
into account when calculating the subsidy limitseedained in Article 13.

(5) The Media Service Support and Asset ManagerRent (hereinafter referred to as:
the MTVA) — with the prior authorisation from theeldia Council of the National Media and
Communications Authority (hereinafter referred o the Media Council) — may conclude an
agreement with the MNF to support films in accoawith the provisions of this Act.

(6) To harmonise the distribution of state soufoesnotion picture industry purposes, the
MNF may conclude an agreement with other supportindys to support motion picture
industry activities defined in paragraph (3).

(7)

(8) No subsidy under this Act shall be granted tbivdies that are aimed at the
production, distribution, and archiving of filmsathare to be classified in Category VI in
accordance with Article 21. Furthermore, no subsidgll be granted to television movies or
television series, which do not qualify as filmeating cultural value based on their genre.

(9) Indirect state subsidy under this Act shall dmjusted to the direct costs of film
production and to direct Hungarian film productmosts.

(10) The basis for the indirect state subsidy difra is 100 % of direct film production
costs, if at least 80% of direct production codtshe film qualify as direct Hungarian film
production costs. In the case of films that doneath this ratio, the basis for the indirect state
subsidy is the amount of direct Hungarian film preiibn costs multiplied by 1.25.

Article 12/A
(1) Direct and indirect subsidies under this Aat parposes of film production shall be
granted only to films that meet the cultural regments set out in Article 12/B.
(2) Direct subsidies for purposes of film distrilout under this Act shall be granted only
in relation to films that meet the cultural requients set out in Article 12/B.

Article 12/B
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A film shall meet cultural requirements if it scerat least 16 points based on the criteria
established in the table below, in such a way thatores points in at least four out of
categories)-n), and

a) shall be considered an European co-production ilsndetermined in a separate law, if
the co-production is made with Hungarian partiggoat

or
b) fulfils at least two of the criteria listed in pésa)-h):.
Cultural content Awardable points
a) | the topic of the film or the work that serves as Hasis for the 1

film is based on a story (event) that is part ofnblarian or|
European culture, or is related to the presentairoreworking of
a story (event) that is significant from a histatjanythological or
religious aspect;

b) | the topic of the film or the work that serves asiddor the film 1
features persons or characters who are relatedutmyatian or
European culture, or are significant due to thelatron to history
society or religion;

c) | the film presents Hungarian or European traditiand lifestyles 1
or promotes certain elements of these traditionlsliéestyles;
d) | the film is set at a Hungarian location or (an)otliropean 1

location(s) or a related cultural setting, or nsagery presents [a
Hungarian location or (an)other European locatip(disy, region)
or presents typical Hungarian or European cultonatifs;

e) | the script of the film or the work that serves asib for the film ig 1
based on the adaptation of a literary or other vadrgultural value
(works of applied and fine art, musical compositiett.);

f) | the topic of the film or the material that servesiasis for the film 1
is focused on an issue that is relevant to Hungaeiety or othef
European societies from a cultural, sociologicgbalitical aspect;

g) | the film reflects or presents certain significantingarian on 1
European values—in particular: cultural diversitgspect for
cultural traditions, respect for the institution ¢fie family,
solidarity, equality, protection of minorities, ¢oance,
environmental protection;

h) | the film serves the better understanding of andili@nty with 1
Hungarian and European culture and identity.

Production criteria

i) | afilm creating cultural value based on its genre; 4

J) | contributors to the film include Hungarian citizeos citizens off 1 point for each 2
other EEA States, or citizens of non-EEA States wibo awards categories
at international film festivals in their capacity a: fulfilled,
maximum 6
points

ja) director,

jb) producer,

jc) director of photography,

jd) script writer,

je) leading and supporting actors,

jf) composer,
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jg) production designer,

jh) costume designer,

ji) editor,

jj) make-up artist,

jk) senior production manager/production manager or

jl) post-production manager (audio/visual/digital);

k) | the final version of the film is produced in thedmage of an EEA 4
State,;
[) | At least 51% of the participants of the film — witie exception 4
of contributors who scored points in accordance wibint j) —
are citizens of an EEA State or the film in queastis a co-
production that does not qualify as a Europeanrodigtion film;
m | The shooting location is in Hungary; 3
n) | The preparation of film production or the post-protion takes 3
place in Hungary.

Article 13

(1) Unless this Act states otherwise, in the casany film the extent of direct and
indirect subsidies shall not exceed 50% of the petidn budget of the film, or in the case of
a co-production film 50% of the Hungarian contribat

(2) In the case of Hungarian films produced for redheatre screening — in the genres of
feature film, feature-length documentary, poputaestific and animation film — the extent of
direct and indirect subsidies shall not exceed @%e production budget of the film, or, in
the case of international co-production films proe with Hungarian participation, 90% of
the Hungarian contribution, on condition the prdduc budget of the film in the case of
Hungarian films does not exceed HUF 237 million iorthe case of co-production films
produced with Hungarian participation, HUF 467 raiil

(3) In the case of Hungarian films, the extent wéct and indirect subsidies shall not
exceed 90% of the production budget of the filmjmthe case of international co-production
films produced with Hungarian participation, 90% tiffe Hungarian contribution, on
condition the film has originally been producedhe Hungarian language, furthermore, if it
is likely that the production budget of the filmashnot be recovered even through the total
revenue from all channels of distribution. If theoguction budget of the film is recovered
during distribution, the amount exceeding the pobidtm budget shall be repaid to the
organisation providing the direct subsidy or, ire tbase of multiple organisations, the
proportionate amount, respectively, to the extémh® subsidy provided.

(4) In the case of documentaries, animation filngsjentific, non-fiction films,
experimental films or short films, the extent ofedit and indirect subsidies may reach 100%
of the production budget of the film, or, in theseaof international co-production films
produced with Hungarian participation, 100% of Hiengarian contribution, if the resources
necessary for producing such a film, which contelsuo cultural diversity, cannot be ensured
through other means. This rule shall not be appledeature films produced for movie
theatre screening.

(5) The value limit set out in paragraph (2) insesmannually

a) in the case of Hungarian films, with the rate af tonsumer price index published by
the Hungarian Statistical Office with referencette previous calendar year,

b) in the case of international co-production filmeguced with Hungarian participation
— taking into account the ratio of Hungarian and-kungarian contribution —, with the rate
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of the price index specified in poia) and the inflation of the euro zone. The revieweldea
limits are set by the Budget Act.

(6) When determining the value limits specifiedparagraph (2), the submission of the
first tender application for state subsidy in relatto film production shall prevail, which

a) in the case of direct state subsidy, is the dateefinnouncement of the call for tender
application or, in the case of subsidies not grterough tendering, the date of the
submission of the individual subsidy application,

b) in the case of indirect state subsidy, is the dathe submission of the request related
to determining entitlement to the subsidy.

(7) The supported entity shall spend at least 6@0%h® direct subsidy on direct film
production costs in Hungary. The supporting bodgnsitled to stipulate a higher referent
percentage; however, this shall not exceed 80%efstibsidy provided. If the script of the
film requires shooting in original locations, thgpporting body may agree for a maximum of
60% of the subsidy provided to be spent on filmdpiciion costs outside Hungary.

(8) Unless legislation states otherwise, the Huagasroducer of the film with Hungarian
participation and of the international co-produetiblm with Hungarian participation is
entitled to equal rights and must meet the samgatidns as the producer of any Hungarian
film.

(9) Direct subsidy under this Act can be grantedHtmgarian films and films with
Hungarian participation.

Article14

(1) Persons and organisations defined in Articlea@d registered by the Motion Picture
Authority may receive direct and indirect subsidiegined by this Act if they comply with
the provisions of this Act and the conditions deli@ed by the supporting body.

(2) For activities set out in pointy-c) of Article 12 (3), direct subsidies may be granted
only to film producers, while for activities dedwed in pointd), only to film distributors.

(3) No direct or indirect subsidy shall be granted

a) those who have not been registered by the Moti@tuf Authority in the register
specified in Article 27 or have been deleted friva $aid register,

b) those who have outstanding debts towards the istate form of taxes, contributions
or other payables,

c¢) those who have not fulfilled their obligation tampide a mandatory copy for archiving,
in accordance with the relevant piece of legisfatio

d) those who have not accounted for the use of adylgsanted by the supporting body,
those whose settlement of accounts has not beaptadcby the supporting body, or those
who have overdue unpaid liabilities to the suppgrtvody,

e) organisations the executive officers or owners biclv include a person who, during a
period of three years preceding the date of thensagion of the application for subsidy, has
been the executive officer of an organisation winak not accounted, to the supporting body,
for the use of direct subsidies during the termhisfher service as executive officer or its
settlement of accounts has not been accepted tsugporting body,

f) an organisation the owners of which include an wigggion that has not accounted, to
the supporting body, for direct subsidy used dudameriod of three years preceding the date
of the submission of the subsidy application orhssettlement of accounts has not been
accepted by the supporting body,

g) against whom bankruptcy, liquidation or windingqueceedings are in progress,

h) who does not meet the requirements of orderly labelations as set out in a separate
law,
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i) any legal person or any business association witlegal personality with a registered
seat in Hungary or in any of the EEA States whegfal person or business association has no
registered place of business in Hungary lateshattime of the disbursement of the state
subsidy.

(4) The supporting body may grant an exemption fritra condition for exclusion
specified in point d) of paragraph (3) after thyears following the expiry of the reporting
deadline at the earliest. In the case of overdyenpat obligations that have not been settled,
no such exemption may be granted until the oblgatiare settled.

(5)

(6) Direct subsidy shall only be granted after ¢baclusion of an agreement between the
supported organisation and the supporting body.ulshthe supported objective not be
achieved due to a breach of contract by the suppanganisation, the supported organisation
shall be obliged to repay the amount of the subtidize supporting body.

Article 14/A

(1) No direct subsidy shall be granted to officiafsa supporting body who decide on
subsidies and to relatives of such persons asllistpoint b) of Article 685 of the Hungarian
Civil Code. Furthermore, no direct subsidy shalldranted to a tendering organisation in
which the persons mentioned above are executiveeodf with authorisation to represent the
organisation or in which such persons have sigmifignfluencing interest as set out by Act
CXLIV of 1997 on Business Associations.

(2) The official of the supporting body who makescidions or recommendations
regarding subsidies shall not participate in theeasment of the tender application or the
subsidy application if he/she or her/his closetinadaunder point b) of Article 685 of the
Hungarian Civil Code is the author of the film cenwed by the tender application (subsidy
application) under the Copyright Act, or if he/sbrehis/her close relative under point b) of
Article 685 of the Hungarian Civil Code is in an @oyment relationship or any other legal
relationship aimed at work, with the tendering paot, alternatively, if he/she provides
services to the tendering party through a busiasseciation in which he/she is a member or
shareholder.

(3) The remuneration of the official of the suppwgtbody who makes decisions or
recommendations regarding subsidies and that dhikeclose relative under point b) of
Article 685, for his/her activities under paragrg@h carried out during his/her mandate with
regard to the supported film shall not be offsetiagft the subsidy.

(4) The officials of the supporting body who maleeammendations on subsidies shall
report, to the decision makers of the supportindyball and any circumstances that relate to
personal relationships with the tendering partynglavith their recommendation concerning
the decision.

(5) The officials concerned shall submit writteratstments regarding the conflict of
interest prior to the consideration of the relaapglication. If the executive concerned or the
provider of the recommendation makes false statesneith regard to the conflict of interest
or provides false data, his/her appointment sheatebminated by force of law.

(6) If the law sets out a different rule regardoanflict of interest concerning the given
supporting body, the stricter of the two rules Ehalapplied. For the purposes of this Act, the
chief executive officer of the MNF and the membefsthe Film Industry Arbitration
Committee shall be considered as officials decidingubsidies.

Article 15
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(1) Selective subsidies may be granted by way pliegttions in the case of activities
defined in points a)-e) of Article 12 (3). Unlestherwise stated by law, a supporting body
may grant individual subsidies to the extent of] anbject to, the conditions specified in its
support regulation if the realisation of objectigedected earlier by way of application cannot
be ensured otherwise.

(2) Selective subsidies for the purpose of prodydiims may be disbursed only if the
supporting body has established that the film pcedwho requests a subsidy has

a) a production plan and budget at an appropriatd Eveompletion required for starting
production,

b) collateral for the budget of the film productional@ulated without the amount of
subsidy requested),

c¢) consent from holders of author’s and neighbouriggts for film dramatisation and the
distribution of the film, and/or contracts pertaigito this.

(3) In addition to the conditions defined in poirts and b) of paragraph (2), selective
subsidies may be disbursed for the production térivational co-production films with
Hungarian participation only if the Hungarian filpnoducer has title of ownership to the first
original negative or an original copy suitable floe reproduction of the film and/or is entitled
to make a copy thereof suitable for screeninghéndase of international co-production films
with Hungarian participation, the condition definadpoint c) of paragraph (2) shall be met in
respect of one of the producers of the film.

(4) The supporting body shall make its decisionpaasession of accurate information on
the works supported and/or the tender applicatidtm®ugh carefully considering all
circumstances. The supporting body shall continlyom®nitor and control the realisation of
the objective supported with the assistance ofodymtion and financial supervisor and will,
in accordance with this Act, take all measures émsture completion of the production of the
films supported.

Article 16

Article17
(1) The detailed rules of the support of the openabf movie theatres classified as “art”
movie theatres as well as of the distribution d&iné classified as “art movies” shall be
determined by the minister responsible for culiinereinafter referred to as: the Minister) in
a decree.
Chapter 111
THE MOTION PICTURE AUTHORITY
Title 1
The Motion Picture Authority
Article 18
(1) The Motion Picture Authority shall perform pidbadministration tasks related to the
operation of the motion picture industry.

(2) The Motion Picture Authority shall be the O#icof the National Media and
Infocommunications Authority (hereinafter referitedas: the Office).
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(3) The Office shall operate the National Film ©&ifor the performance of motion
picture industry related tasks. The detailed ralieghe organisation and tasks of the National
Film Office shall be determined by the Organisagloand Operational Regulation of the
National Media and Infocommunications Authority rgieafter referred to as: the
NMHH).The National Film Office shall be headed byci@il servant ranking as head of
department appointed for indefinite period by theesikRlent of the NMHH (hereinafter
referred to as: the President) upon recommendaiiahe Director of the NMHH (hereinafter
referred to as: the Director), the rights of employ with the exception of the appointment,
dismissal and recall — shall be exercised by thedbor.

(4) The Motion Picture Authority shall cover itsp@nses related to its operation from the
central budgetary support and from its own revenues

Article 19

(1) The Motion Picture Authority shall perform tf@lowing tasks: it shall

a) rate films in accordance with this Act in ordempi@tect minors and apply the sanctions
set out in the Act if rating regulations are bresth

b) classify films of artistic value or films worthy o$upport due to their cultural
significance as well as movie theatres distribuingh films in accordance with this Act,

c) keep authentic, official records in accordance \hils Act and the President’s decree
on organisations of the motion picture industry amdnatural persons that require support
under this Act, on films eligible for support, fisfmot receiving support, as well as films to be
distributed and films classified as “art moviesinovie theatres classified as “art movie
theatres”,

d) classify films for the production of which subsidy requested under this Act into
categories of ,Hungarian film”, ,co-production filwith Hungarian participation”, ,other
film with Hungarian participation” or ,other film”,

e) control andcertify compliance with the cultural requirememsaccordance with this
Act;

f) control, establish and certify entitlement to uséirect and direct state subsidies in
accordance with this Act, and issue the subsidsificate in accordance with the Act on
Corporate Tax and Dividend Tax,

g) perform statistical activities concerning the motmcture industry,

h) conduct procedures ex officio or upon request comnieg the supervision of
compliance with its regulatory decisions and witbyisions of this Act and legislation issued
under the authorisation granted in this Act,

i) perform other tasks concerning the motion pictadustry, as defined in this Act or in
other legislation based on the authorisation gchimehis Act.

(2) The Office shall perform the following taskstmoits regulatory competence:

a) perform data provision activities based on its rdsaconcerning the motion picture
industry,

b) issue co-production certificates specified in ingional agreements in accordance
with the proceedings set out in such agreements,

c) perform the tasks specified in Article 33,

d) perform other tasks concerning the motion pictadeistry as set out in this Act or in
other legislation based on the authorisation gchimehis Act.

(3) An administrative service fee set out by therde of the President shall be paid for
the registration and classification activities lod Office under this Act.

Chapter lII/A
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Procedures of the Motion Picture Authority
Title 1
Application of the general rules of the administraproceedings
Article 19/A

(1) Unless otherwise provided by this Act, the Gdfiand the President shall act in
accordance with Act no. CXL of 2004 on the Gen&uales of Administrative Proceedings
and Services (hereinafter referred to as: Ket.).

(2) The President as the competent authority skedimine the appeals against the
administrative decisions of the Office under thigt.A

(3) The supporting body concerned by the subjedtanaf the administrative case shall
also have the right of appeal against the resalwind the ruling of the Office which can be
contested by a separate appeal.

(4) The Office can open proceedings ex officio ases falling within its competence,
except if the proceedings can only be launchedauiast under this Act.

(5) The Office can extend its proceedings ex affiei before taking a decision — if it
becomes aware of an infringement of rights outside scope of the subject matter of the
administrative case but closely or indirectly rethto it. The clients shall be informed of the
extension of the proceedings ex officio in accom#awith the relevant provisions of the Ket.
By extending the proceedings ex officio, the dewalior administration shall be extended
with the period applicable the procedure.

(6) In the case of lack of competence — withoun@ration by the competent authority or
transferral — the Office can dismiss the applicatwithout substantive examination or
terminate the proceedings.

(7) If data or facts underlying the legally bindiagministrative decision of the Authority
change, the client shall inform the Office withiB days of the change or his/her becoming
aware of it.

(8) Based on the notice of change under paragraplor(other official knowledge, the
Office is entitled to initiate proceedings ex oifido verify if the change in data or facts
substantially affect the administrative decisiorita conditions underlying the administrative
decision. If the Office finds that the change irtadar facts substantially affect the official
decision, it shall change or withdraw the decisioan ex officio administrative procedure, as
appropriate.

(9) If the film producer fails to notify the Officas set out in paragraph (7), the Office can
impose a fine pursuant to point c) paragraph (#rtitle 19/H.

Title 2
Confidentiality
Article 19/B
(1) Individuals employed or contracted, or formedynployed or contracted by the
Authority — with the exception of providing datafided in relevant legislation for other

organisations — are obliged to safeguard persaatal dlassified information, business secret
they became aware of in connection with the aatiwibf the Authority during the course of
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their employment, as well as after it, in addititmn all data, facts and circumstances the
Authority is not obliged to disclose pursuant te firovisions of the relevant legislation.

(2) Individuals listed in paragraph (1) shall natlawfully disclose any data, fact or
circumstance they became aware of during the coofrgeerforming their responsibilities;
shall not use it or disclose it to third parties.

Electronic communication
Article 19/C

(1) Within the competences of the Authority undes tAct, the President can determine in
a decree the procedures in which electronic comeation is mandatory or exclusive.

(2) Exclusive electronic communication can be resgliin procedures concerning only
legal persons or business associations withowgad feersonality or other organisations.

(3) Exclusive electronic communication cannot bqureed is procedures concerning
natural persons.

Deadline for administration
Article 19/D

(1) The deadline for administration in the Authgst procedures is forty days, unless
otherwise provided by this Act.
(2) The deadline can be extended in justified casesne occasion, by up to thirty days.

Clarification of the facts
Article 19/E

(1) In the course of the clarification of the fadise Authority shall apply the relevant
provisions of the Ket. with the exceptions setamggraphs (2) — (7) below.

(2) The Authority is entitled to inspect, examingyanedium and document containing
data — including confidential information protectbg law — about the production, state
subsidy, distribution, archiving of films and to keacopies or extracts of them.

(3) The Authority can oblige the client, other est to the procedure, their
representatives, employees and other personsdgad flelationship with the client and with
other parties to the procedures to provide datayoor in writing in a comparable format
determined by it or to provide any other informatio

(4) In particularly justified cases, the Authoritgin, for the purpose of clarification of the
facts, if it cannot be expected from other meansvidence, oblige persons or organsations
other than the client or party to the procedureitavide data or means of evidence. The
person or organisations obliged to provide datmeans of evidence can appeal against such
a ruling to the Metropolitan Tribunal with suspenseffect, the court shall decide in non-
judicial priority proceedings, within eight daysgéinst the Metropolitan Tribunal’s ruling no
further remedy is available.

(5) If required for the clarification of the factbie Authority can oblige the client to make
a declaration, warning him/her of the legal congeges of non-compliance or inadequate
compliance pursuant to Article 19/F.
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(6) To clarify the facts, the Authority can obligee client to provide missing information
setting an appropriate deadline and warning him#fethe legal consequences of non-
compliance.

(7) In exceptionally justified cases, the Authorttgn use the documents, data and other
means of evidence in its other proceedings if thisequired for the adequate or efficient
enforcement of rights or to reduce the clients‘ceaural burdens.

Procedural fine
Article 19/F

(1) In the event of obstructing the procedure théharity may impose a fine on the
client, other parties to the procedure and on #rsgn obliged to assist with the clarification
of the facts if his/her conduct aims at, or canltas, delaying the proceedings or obstructing
the finding of relevant facts.

(2) The highest amount of the procedural fine isFH&00,000, in the case of natural
persons HUF 100,000.

(3) In addition to the provisions of paragraphs«1}2), the Authority can impose a fine of
up to HUF 3 million on the senior officer of the moomplying organisation in case of
obstructing the procedure or non-compliance or eqadte compliance with the data
provision obligation; in case of repeated non-coamae the Authority is obliged to impose a
fine.

(4) When imposing a fine, the Authority shall cafesiin particular the net revenue of the
non-compliant organisation in the previous year tedrecurrence of the infringement.

Data Provision
Article 19/G

(1) The Office shall issue and forward official tiitates on Hungarian motion picture
industry related data in its records required by Huropean Audiovisual Observatory and
other European and international organisations.

(2) The Office can request persons and organisatiorder the scope of this Act to
provide data indispensable for the performancetsotasks defined by this Act, even if the
data qualifiy as information protected by law, witie exception of classified information.
There is no remedy available against this requesich can be contested in the application
against the administrative resolution under pa@g(8).

(3) In case of non-compliance or inadequate compéawith the request under paragraph
(4) by the person or organisation required to ptewilata, the Office can oblige them in its
administrative resolution to provide the data.

(4) The Office can impose in its administrativealaon periodic or continuous data
provision on persons and organisations under thpeesof this Act.

(5) The Office can impose in its administrativealeion distance data provision from an
in-process control system installed on site or e ffficial records on persons and
organisations under the scope of this Act.

(6) The resolution of the Office pursuant to paagdps (3) — (5) cannot be appealed. The
client can request the review of the resolutionmfrthe court competent in administrative
matters within fifteen days of the notification d¢iie resolution with reference to an
infringement of the law. The court shall decide hwit fifteen days in non-judicial
proceedings, if necessary after hearing the parfies submission of the application for non-
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judicial proceedings shall have suspensory effecttte execution of the resolution. The
decision of the court cannot be appealed.

(7) If the person or organisation obliged to previthta does not comply or inadequately
complies with the data provision obligation undarggraphs (3)-(5), the Office shall impose
a maximum fine of HUF 500,000, taking into accotiv net revenue of the non-compliant
organisation in the previous year and the recug@fi¢he infringement.

Legal consequences
Article 19/H

(1) The Office shall have the right to apply a legansequence defined in this Act on
those infringing the provisions of this Act or Isfgition issued upon authorisation by this Act.

(2) In applying the legal consequence, the Offigejer the principle of equal treatment,
shall act in line with the principles of progresgivand proportionality; shall apply the legal
consequence proportionately, in line with the dgsavand rate of recurrence of the
infringement, taking into account all circumstanoéshe case and the purpose of the legal
consequence.

(3) If the infringement is of minor significancedano recurrence can be established, the
Office, on noting and warning on the fact of th&imgement, may require, setting a deadline
of 30 days, that the infringer discontinue its wifld conduct, refrain from infringement in
the future and act in a law-abiding manner and alsy set the conditions thereof.

(4) In the context of the notice defined under geaph (3), the considerations defined in
paragraph (7) shall not be applied.

(5) If, considering all the circumstances of theesahe notice cannot be applied or would
prove inefficient to enforce compliance with thdig#tion to discontinue the infringement,
the Office, without stating the reasons for dispegsvith issuing a notice, shall prohibit the
unlawful conduct and/or may set obligations to eesiompliance with the provisions of this
Act and may apply legal consequences pursuantrempaph (8).

(6) In case of repeated infringement, the Officallshave the right to impose a fine of up
to HUF two million on the senior officer of the rrfging organisation in line with the
gravity, nature of the infringement and the circtanses of the particular case.

(7) The Office shall impose the legal consequentepending on the nature of the
infringement, taking into account the gravity, meemce, continuity, duration of the
infringement, the pecuniary advantage obtained eesalt of the infringement, the harm to
interests caused by it, the number of persons exgeptiby or exposed to the harm of interests,
the damage caused by the infringement and the ingbdlce infringement on the market, and
other considerations that may be taken into accouthie particular case.

(8) The Office shall have the right to impose tbiofving legal consequences:

a) if the distributor of the film distributes therfil or the trailer without the age rating of
the Office or if — despite the Office’s decision the age restriction symbol is not displayed
or not correctly displayed, or if a film not registd in the Office’s distribution record is
distributed unlawfully, the Office shall imposeiad of HUF 10,000 to HUF 3 million on the
film distributor and/or the person or organisatiesponsible for the unlawful situation;

b) it can require the infringer to publish a commarign on its homepage, in a newspaper
or otherwise in a manner and for the time specifieits resolution;

c) if data provision or reporting obligations undeistAct or other legislation issued under
authorisation by this Act are not fulfilled or atelayed, the Office may impose a fine of HUF
3,000 to HUF 100,000;
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d) in case of infringement of the provisions of tist or other legislation issued under
authorisation by this Act not specified in poinjsaad c) and of the Authority’s administrative
decision not specified in this Act and in pointthe Office may impose a fine of HUF 3,000
to HUF one million;

e) it can apply other legal consequences specifi¢disnAct.

(9) For the purpose of paragraphs (6) and (8) renge can be established if the infringer
committed the infringement established in the lgdainding administrative resolution of the
Office on the same legal basis and in breach os#émee provisions of legislation, in the same
subject.

(10) The legal consequences specified in paradi@yptan be imposed jointly.

(11) Unpaid fines shall be considered public demsich can be collected in a similar
manner to the collection of taxes. Collected fisésll be used for the realisation of the
objectives specified in this Act.

(12) The Office — with regard to the immediate eoéability pursuant to paragraph (6) of
Article 21/A — shall provide for the display of tlage restriction imposed by its resolution at
the client’s expense if the client does not or ewdately comply with the obligation despite a
notice setting a deadline for compliance.

Inquiries, initiation of criminal proceedings
Article 19/1

(1) If the Authority detects a circumstance basedwhich a reasonable suspicion of
infringement of the law is raised in connectionhwibhe use of the subsidy under this Act
which may harm the state budget, the Authority Istmalke an inquiry at the competent tax
administration body, submit a notification or fieepolice report. Until the legally binding
termination of the procedure initiated upon theuing notification or report the Authority
shall suspend the procedures involving the supggréeson or organisation.

(2) If, in the procedure under paragraph (1), thercestablishes a criminal offense in its
legally binding decision, which harmed the statddmt, the supported person or organisation
concerned and the organisation the senior officevener of which has been a senior officer
of the organisation concerned by the criminal cfeewhen the offense was committed, may
not benefit from direct or indirect subsidies.

(3) If, in the procedure under paragraph (1), tbarcestablishes in its legally binding
decision an infringement of the law not constitgtia criminal offense, which harmed the
state budget, the supported person or organisationerned and the organisation the senior
officer or owner of which has been a senior officérthe organisation concerned by the
infringement of the law within three years befdne submission of the subsidy claim, may
not benefit from direct or indirect subsidy.

(4) The Authority shall act in accordance with firevisions of paragraph (1)-(3) if it has
not initiated the procedures under paragraph (i)bbhsed on data available, in the absence of
a pending procedure an inquiry, notification oraeunder paragraph (1) should be made.

General regulatory supervision
Article 19/
(1) The Office, within its scope of responsibilgiand competence, shall have the right to

supervise, at request or ex officio, within a regoity inspection or a regulatory procedure,
the enforcement and observance of the provisionthief Act and other legislation issued
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under the authorisation granted in this Act, ad a®lcompliance with its regulatory decisions
and the subsidy contracts concluded by the Office.

(2) Should the Office establish the infringement tbé provisions laid down in its
regulatory decision, it shall consider, on the vadiall circumstances of the case, the facts
revealed in the inspection, the gravity of theimgement and the effective enforcement of
rights, launching enforcement proceedings under #w on the General Rules of
Administrative Proceedings and Services, or a edguy procedure to apply the legal
consequences under this Act.

(3) The Office shall have the right to apply thgdeconsequences set out in Article 19/H
in cases of infringements revealed in the coursgeatral regulatory supervision.

Title 3
Rating procedures
Rating of films for the protection of minors
Article 20

(1) In order to ensure healthy intellectual andispml development of minors, films to be
marketed in Hungary shall be classified into theegaries defined in Article 21 and this
classification shall be published in accordancé whe provisions of this Act.

(2) The provisions of paragraph (1) shall not applyilms shown for no more than ten
times over a year that do not enter the film disiiion network, presented at nationwide film
days (film weeks) or film festivals organised imdi with inter-state agreements or by
professional organisations.

Article21

Rating categories for films shall be as follows:

a) Films that may be viewed without regard to agerie&ins shall be classified into
Category I.

b) Films that may awake fear in viewers of less tharysars of age or films that cannot
be understood or may be misunderstood by viewelsssfthan six years of age, due to their
age, shall be classified into Category Il. Then@tof such films shall be: ,not suitable for
viewers under six years of age”.

c) Films that may awake fear in viewers of less thaalte years of age or films that
cannot be understood or may be misunderstood hyevgeof less than twelve years of age,
due to their age, shall be classified into CatedbryThe rating of such films shall be: ,not
suitable for viewers under twelve years of age”.

d) Films that are capable of unfavourably influencthg physical, intellectual or moral
development of children below the age of sixteeartipularly by indirectly alluding to
violence or sexuality, or the dominant componertheftopic of which films is a conflict that
is resolved violently shall be classified into Gatey IV. The rating of such films shall be:
,not suitable for viewers under the age of sixteen”

e) Films that are capable of unfavourably influencthg physical, intellectual or moral
development of minors, particularly by offering imedt and natural depiction of violence or
sexuality as a dominant component, shall be ciasdsihto Category IV. The rating of such

films shall be: ,not suitable for viewers under #ge of eighteen
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f) Films that are capable of exerting a seriously wmigable influence on the physical,
intellectual or moral development of minors parely by containing pornography, extreme
or unjustified violence shall be classified intot€gory VI. The rating of such films shall be:
.,;fecommended only for adults”. These films can obly presented publicly in a special
network of distributors available only for adultisin cinemas or public screening places (film
clubs) between 22 and 05 hours.

Article 2/A

(1) The distributor shall notify the Office at I¢dBirty days before the planned start date
of the distribution of the Hungarian and originélet of the film to be distributed, the
synopsis, the names of the producer, director,ptscwriter, composer, director of
photography, leading actors and its proposal fer fibm’'s rating based on the categories
specified in Article 21.

(2) A copy of the film on a medium suitable for wiag should be submitted at the time
of the notification under paragraph (1).

(3) In the case of foreign language films, if a bed or subtitled version is not available,
the dialogue list in Hungarian should be submitedvell.

(4) The Office shall decide on the rating basedagoroposal from the Age Restriction
Committee within fifteen days of the submissiorirad notification.

(5) Unless otherwise provided by this Act, the fighall not be distributed without a
regulatory decision on the age rating, in particuéalvertising activities cannot be started
using movie trailers without age rating.

(6) The first-instance decision of the Office maidethe rating procedure shall be
immediately enforceable regardless of an appeal.

(7) The Office shall register the film and the datad facts underlying the regulatory
decision — in an ex officio procedure — to its offil records on distributed films immediately
after the first-instance decision was made.

(8) Films not listed in the official records ontdiButed films shall not be distributed.

Article21/B

(1) If the distributor wishes to start advertisiagtivities at least thirty days before the
planned start date of the distribution (premiensyl @ copy suitable for submission under
Article 21/A is not available, the distributor ceequest the Office to classify the movie trailer
separately based on categories defined in Artidld Zseparate classification of the movie
trailer). Advertising activities cannot be startesing movie trailers without age rating.

(2) The distributor can submit an application te @iffice for the separate classification of
the movie trailer at least thirty days before tihenped start date of the advertising activity.
The application must be accompanied by — from ti@ dpecified in Article 21/A - the data
available and a copy of the movie trailer on a medsuitable for viewing. In the application,
the distributor should justify that the missing ala@nd attachments under Article 21/A are
unavailable at the time of application for reasbegond its control. The distributor — with
regard to the film's content and expected clasdifinn — in its reasoned application can
indicate the rating category under Article 21 witgard to which it does not request
classification to a lower category.

(3) Provisions of paragraphs (4) and (6) of Arti2ZlA shall be applied in the case of
separate classification of the movie trailer witle distinction that the decision made on the
separate classification of the movie trailer shallvalid until the first-instance decision on the
film’s age rating under Article 21/A.
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(4) If the distributor requests the movie trailesiparate classification, it shall submit the
film under paragraph (2) of Article 21/A to the @# for classification in accordance with
Article 21/A immediately after having obtained iutbno later than the deadline set in
paragraph (1) of Article 21/A.

The Age Restriction Committee
Article 22

The Office shall establish and operate the Age riRésih Committee, which will make
recommendations to the Office with regard to rairmand the classification of films into
categories.

Article 23

(1) The Age Restriction Committee shall be composkd minimum of fourteen and a
maximum of twenty-eight members. To operate the Rgstriction Committee, the Office
shall conclude cooperation agreements with th@foilg non-governmental organisations of
its choice:

a) non-governmental organisations dealing with thepaot of media on children’s
development;

b) teachers’ organisations involved in media and amofiicture education;

c) organisations of pediatric psychologists;

d) film distributors’s professional organisations.

(2) Through the cooperation agreements under papagfl) the Office shall ensure that
non-governmental organisations delegate an apptepnumber of qualified members to the
Age Restriction Committee. The Office can also date qualified members to the
Committee from among the Authority’s civil servah@ving experience regarding the impact
of media on children’s development.

(3) The Age Restriction Committee acting in theegivcase shall be appointed and
convened by the Office from among the members @®fe Restriction Committee. The Age
Restriction Committee acting in the given case Ist@tsist of at least seven members. The
Age Restriction Committee acting in the given csisall include at least

a) two persons with a degree in psychology, who haeéepsional experience regarding
the impact of media on children’s development,

b) two persons with a degree in education, who haetepsional experience in the area of
film distribution or media or motion picture educat,

c) two persons with a higher education qualificationbp have professional experience
regarding the impact of media on children’s deveiept,

d) one representative of the film distributors.

(4) Members of the Age Restriction Committee shedkive a salary, members of the Age
Restriction Committee acting in the given case Istedeive a reimbursement set by the
President.

(5) The Minister, the minister in charge of edugatithe minister in charge of child and
youth protection and the Media Council can eaclkeghdke one representative with experience
in the field of child and youth protection to paipiate at the meetings of the Age Restriction
Committee as experts.

Display of the Classification of Films
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Article24

(1) Film distributors shall, in a conspicuous manmksplay the symbol corresponding to
the category determined by the Office in the filndan the movie trailer, at all public
screenings of the film and the movie trailer, or flackaging and cover of all data media
marketed as well as in all communications and dtheznents related to the film in
accordance with the provisions set out in the Beggis decree.

Classification of Films in the Interest of SuppogiFilm Distribution
Article 25

(1) In order to promote the distribution of film§artistic value or worthy of support due
to their cultural significance, the Office, at tleguest of the film producer or distributor, may
grant “art” classification to films. The Ministehall act as expert authority in the procedure.

(2) The Office shall, at the operator’'s requesgngr‘art” classification to any movie
theatre the operator of which agrees to comply withconditions defined in a separate law.
For movie theatres with more than one auditoriuant”“classification may be awarded to a
specific auditorium of the movie theatre if the @er agrees to comply with the conditions
applicable to “art” movie theatres in respect @tthiven auditorium.

(3) The conditions of classification as an ,art” vietheatre shall be determined by the
Minister in a decree.

Article 25/A

(2) Inits application for classification as an ,art” mevtheatre, the operator shall indicate
the movie theatre’s name, address, the operatangerand seat, company registration number
and shall declare that it agrees to comply with ¢beditions applicable to “art” movie
theatres and auditoriums for the given year.

(2) If a change in the data under paragraph (lurscafter the submission of the
application, the operator shall report it to theicaf in writing within fifteen days of the
change.

Article 25/B

(1) The Office shall continuously monitor movie détres classified as “art” movie theatres
and evaluate compliance with the conditions of ™atassification set out in the relevant
piece of legislation.

(2) The operator shall provide data to the Officeiluthe twentieth day following each
guarter — broken down to ,art” movie theatres anditariums operated by him/her — on the
title, the classification category under Article &hd the ,art” classification of the screened
films, the time and venue of the screening, nunatb@udience and price revenues.

(3) The Office shall oblige the operator to providata by its resolution pursuant to
paragraph (3) of Article 19/H if the operator dowd comply or inadequately complies with
its obligations under paragraph (1).

Article 25/C

(1) The Office shall revoke the classification if
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a) the conditions for ,art” movie theatres set outhe relevant piece of legislation are not
met; or

b) the operator fails to comply with the data prosspbligations under paragraph (2) of
Article 25/B despite obligation by the Office ungeragraph (3) of Article 25/B.

(2) The Office shall immediately notify the orgaatisns supporting ,art” movie theatres
and auditoriums if it revokes the ,art’classificatiof the movie theatre or auditorium.

(3) In the case of paragraph (1) a repeated reduoesart’ classification can only be
submitted in the quarter following the withdrawal.

Article 25/D

If granting ,art” classification, the Office shakgister, in a procedure ex officio, the movie
theatres and auditoriums granted ,art” classifaatin its official register of ,art” movie
theatres and auditoriums immediately after thegiecibecomes legally binding. The official
register shall contain data under Article 25/A, alada specified in the President’s decree.
The detailed rules for registration shall be spedifn the President’s decree.

Article 26

(1) In the classification procedure of ,art” filnasfive-member Film Committee, operated
by the Minister as expert authority, shall makeoremendations to the Minister as to
classifying films as “art” films. The Minister shaappoint the members of the Film
Committee following an open tendering procedure.m@ittee members shall have
qualification or professional experience in thddief film art, motion picture science or
motion picture education. Members shall be appdifie a terms of three years.

(2) The Minister as expert authority shall classi/“art” films all films to be distributed
which:

a) contribute to the development of the Hungarian,opaan or universal audiovisual
culture through their artistic value, or

b) which the Film Committee considers to be of higistic standard and significant from
an artistic or educational aspect.

(3) The Office, at the request of the producertrithistor, dispensing with contribution
from the expert authority, shall grant ,art” cldgsition to films to be distributed which have
received an internationally recognised film awamhtained in the annually updated list
published by the Office.

Article 26/A

(1) The producer or distributor can request thd” ,afassification of the film to be
distributed at least thirty days before the plans&t date of the distribution. The request
shall contain the title of the film, the name oé throducer, director, script writer, composer,
director of photography and leading actors.

(2) In the case of foreign language films, therdstor shall submit with the request a
copy of the dubbed or subtitled version of the fibon, if a dubbed or subtitled version is not
available, a copy with the Hungarian or Englishglamge dialogue list on a medium suitable
for viewing.

(3) The request shall contain the film’'s synopsml dhe recommendation for ,art”
classification. In the case of films which have eiged an award at an internationally
recognised festival, the requestor shall indichéeftim festival and the category in which the
film has won.

26



(4) The Office shall ask for the expert opiniontbe Minister immediately after the
receipt of the request. The deadline for the adstriatiive procedure of the Minister acting as
expert authority shall be thirty days.

(5) The Minister shall invite the Film Committee toake its recommendation under
Article 26 (1) immediately after the receipt of ttezgjuest for an expert opinion. The Minister
shall take into account the Film Committee’s recandation made within the time limit for
expert authority procedure.

(6) In the case of ,art” classification of filmsetOffice shall register, in a procedure ex
officio, the film classified as ,art” film in itsacord of films classified as ,art” immediately
after its resolution became legally binding.

Classification of films according to the rate ofriiarian participation
Article 26/B

(1) At the film producer’s request, in accordandéhvthe law, the Office shall classify
films for the production of which direct state suass are requested to establish eligibility to
direct state subsidies into one of the followintggaries:

a) Hungarian film,

b) co-production film with Hungarian participation,

c) other film with Hungarian participation,

d) other film.

(2) Direct state subsidy under Article 3 (1) shml provided subject to the classification
of the film according to the rate of Hungarian mapation. After the resolution on the
classification specified in paragraph (1) has beztegally binding, the Office shall, in an ex
officio procedure, immediately register the classiffilm and the data and facts underlying
the regulatory decision in its official records Gims entitled to subsidies. If the film is
already included in the records, the Office shaidement the records with the data and facts
established in the resolution on the classificasipecified in paragraph (1).

(3) The classification specified in paragraph (ialsbe performed by the Office based on
the documents listed in paragraphs (4) — (5) ahdsited by the film producer to the Office.

(4) If the film’s budget does not exceed HUF 50lionl, the request for classification
shall be submitted before applying for state subsithe following documents shall be
attached to the request:

a) the list of authors, artistic and technical sta¥folved in the making of the film,

b) the film’s budget,

c) the time schedule of making the film,

d) the financing plan of the film production.

(5) If the film’s budget exceeds HUF 50 millionetmequest for classification shall be
submitted at least 40 days before applying foestabsidy. The following documents shall be
attached to the request:

a) utilisation agreements or other documents comigitine consent of the authors of the
work on which the film is based,

b) the film’s script,

c) the list of authors, artistic and technical stavolved in the making of the film,
production locations according to the table undeticke (3), indicating the technical and
artistical contribution by foreign countries,

d) the film’s budget and its detailed financial plan,

e) the time schedule of making the film,
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f) in case of a co-production film, the producers’production agreement, in the absence
of such agreement, the agreement of the partieghemwlivision of the revenues and on the
regional distribution,

g) the financing plan of the film production.

Article 26/C

(1) The film producer shall notify the Office of cghange in the data underlying the
classification according to Hungarian participatwithin 15 days after the change becomes
known. Based on the notification or after the thi&ic® becomes aware of the change, the
Office shall launch ex officio proceedings if itrche assumed that the change will result in a
change in the classification category establishdtie resolution.

(2) If the film producer fails to comply with theotification obligation under paragraph
(1), the Office may impose a fine in accordancéngibint c) of paragraph (8) of Article 19/H.

Article 27

(1) The Office, in accordance with Article 12/A (based on point e) of paragraph (1) of
Article 19 shall establish the eligibility to statebsidies at the film producer’s request.

(2) The Office, in accordance with Article 12/A (®ased on point e) of paragraph (1) of
Article 19 shall establish the eligibility to stetebsidies at the film distributor’s request.

(3) Certifying compliance with the cultural requirents shall be a condition for granting
subsidies under Article 1 (3).

(4) The Office shall keep an official record of ttlata of its legally binding resolutions
adopted on eligibility to subsidies due to compdamvith the cultural requirements.

(5) Requests under paragraphs (1) — (2) can be igaddntogether with requests under
Article 26/A, as well as requests in procedurescirtifying eligibility to subsidies and for
the registration of films to be distributed. Instlcase, the Office shall decide on the requests
in the same procedure.

(6) The following documents shall be attached ®réquest:

a) the complete Hungarian script of the film oy of the film on a medium suitable for
viewing,

b) the film producer’s or film distributor’'s deckdiron on the compliance with the cultural
requirements under 12/B based on the table comtahezein,

c) proof of payment of the administratice serviee.f

(7) No request shall be submitted to establishilelity for state subsidies for film
ditribution if the film has already complied withe cultural requirements for state subsidies
for film production. In this case the Office shalismiss the request ex officio without
examining it.

(8) With regard to points m) and n) of the systeneudtural requirements under Article
12/B

a) one point can be given, if

aa) shooting in Hungary takes up at least one dayithiddes not reach 25% of the total
shooting of the film counted in days, or

ab) costs of the preparation of the film productiontlee post-production occur partly in
Hungary but they do not reach 25% of the total @ration or post-production costs;

b) two points can be given, if

ba) shooting in Hungary reaches 25% of the total shgatounted in days but it does not
reach 50%; or
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bb) costs of the preparation of the film productiontbe post-production incurred in
Hungary reach 25% of the total preparation or postuction costs but they do not reach
50%;

c) three points can be given if rates under pointna)b) reach or exceed 50%.

Title 4
The records of the Office
Registration of motion picture industry organisai@nd natural persons
Article 28

(1) Any Hungarian national, person with the rigliinhiove and reside freely as set out in a
separate law, legal person or any business asswociatthout a legal personality having a
registered seat in Hungary or in any of the EEA&Stanay apply for registration if they wish
to receive direct or indirect state subsidies. Tégistration procedure for motion picture
organisations and natural persons can only beiadi upon request. Registration shall be a
condition for granting subsidies under Article 1. (Registration shall not be a condition for
granting subsidies in the case of organisationsiasiitutions performing film distribution
activities only for educational purposes, for exewy library or public collection related
tasks, except for public collections specifical®fated to the motion picture industry. When
applying for subsidies, these organisations shetlate that the conditions for exclusion set
out in Article 28 (7) do not apply to them.

(2) For the registration of an organisation, th@liaation shall contain the applicant’s
name, registered seat, company registration numbeourt registration number, tax number
together with the name and address of its reprateat

(3) For the registration of a natural person, tppliaation shall contain the applicant’s
name, address, place and date of birth, tax nurobeaex identification number of the
applicant.

(4) The natural person or motion picture organisatapplying for registration shall
indicate if they wish to be registered as film proer, film production company, film
distributor (as film distributor, movie theater og®r or other), workshop or other
organisation. The data listed in Article 31 avd#alat the time of submission of the
application shall be indicated in the application.

(5) The Office shall register applicants if thealapecified by the law are provided and
there are no grounds for refusal set out in papg(8). Changes in the registered data shall
be reported to the Office by the applicant of thiessdy within 15 days of the change.

(6) The Office shall make an inquiry to the MNF atite Ministry and the other
supporting bodies as applicable, within 15 daythefregistration under paragraph (5) for the
purpose specified in this paragraph. The orgamisatinquired shall, within 15 days of the
inquiry, declare whether the registered organisatio natural person or other organisation
owned or founded by the the owner or founder of tegistered organisation has an
outstanding, overdue liability under this Act todsiuthe supporting body. If such a liability
exists the significant supporting body shall staeeamount of the liability and the direct state
subsidy used by the applicant as well as the stggauctivity or film.

(7) If the supporting body declares that the orgaimdn or natural person to be registered
or natural person or other organisation owned onded by the owner or founder of the
registered organisation has an outstanding, ovelidhgity under this Act, the Office shall
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delete the registered motion picture organisationatural person from the records and shall
notify the supporting bodies of it.

(8) The Office shall dispense with the inquiry undgmragraph (6) in the case of
registration of new organisations founded withagal predecessor, the founders (owners)
and senior officers of which are exclusively orgations or natural persons already
contained in the records.

(9) Applicants against whom bankruptcy, liquidationwinding-up proceedings are in
progress cannot be registered. Applicants who mateaccounted for the use of the direct
state subsidy allocated to them by the deadlineaaodrding to the conditions defined by the
supporting body, whose settlement account has een laccepted by the supporting body or
who have outstanding overdue liabilities towards shipporting body may not be registered
until they settle their payment obligations towatts supporting body. Applicants can be
registered again if they have fulfilled their payrmebligations towards the supporting body.

(10) It shall be clearly stated in the recordshé Office notifies the police in accordance
with Article 19/1 (1) or files a report to it coneeng the registered person or organisation in
the context of indirect state aid procedures. lohscases, the rights and obligations of the
registered person or organisation resulting froenrdgistration shall be suspended until they
submit the legally binding resolution closing thregedure.

(11) The Office shall delete from its records, atjuest or ex officio, motion picture
organisations and natural persons in cases speaifignis Act. The Office shall delete motion
picture organisations and natural persons fromréfjester ex officio pursuant to paragraph (7)
and Article 19/1 (2) and (3), as well as if the istigation should have been refused but the
Office became aware of the ground of refusal dfterregistration or if ground of refusal has
occurred after this date.

(12) The Office shall notify of the deletion the MNthe Ministry and other supporting
bodies.

(13) The Office shall quarterly request significanfpporting bodies to provide the data
specified under paragraph (5).

(14) Other bodies providing state subsidies unties Act shall inform the Office of
motion picture industry subsidies provided by th&rhen granting the subsidy and of
outstanding, overdue payment obligations of orgditas or persons supported by them
when the payment is due.

Article 29

(1) The records on motion picture industry orgatises and natural persons shall include
the following data for all applicants requestinpsidies:

a) data specified in Article 28,

b) the amount of direct state subsidy used by thdéicgmp, indicating the activity and/or
the film supported,

c) whether the applicant has accounted for and dettle direct state subsidy used by
him/her/it by the deadline and according to theditions defined by the supporting body, or
in the absence of this, the amount of the applisaldbility outstanding towards the
supporting body,

d) data necessary to achive the objective of thisa&cset out in this Act and in separate
legislation.

(2) The data listed in paragraph (1) and changesuoh data shall be reported to the
Office by the supported person or organisation twedsupporting body within 15 days after
he/she/it became aware of the data or the change.
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Registration of films eligible for subsidy
Article 30

(1) The Office shall register all films for the pegation or production of which state
subsidies have been used.

(2) The register referred to in paragraph (1) simalude the title of the film, the name of
the producer, the result of the classification pemtings set out in Article 26/B as well as
other data required for realising the objectivesceed by law as set out in this Act or in
separate legislation based on authorisation byative Changes in the registered data shall be
reported to the Office by the applicant of the saypsvithin 15 days of the change.

Registration of films to be distributed
Article31

(1) The Office shall register all films to be dibtrted with the exception of flms under
Article 20 (2).

(2) The register referred to in paragraph (1) siadlude the title of the film to be
distributed, the name of the producer and the ibigr, the result of the classification
procedures set out in Articles 20 and 25, as welbther data required for realising the
objectives specified by law as set out in this Act in separate legislation based on
authorisation by the law. The distributor shallogghese data to the Office.

Common rules for registration
Article 3VA

(1) Data in the Office’s records shall be considedata public on grounds of public
interest. The Office shall publish its records tsnhomepage, accessible free of charge in an
unrestricted and searchable manner. The Office &halur and promote the introduction and
application of international standards in the fiefdaudiovisual data collection (International
Standard Audiovisual Number, ISAN) when establigttime records.

(2) The motion picture industry records of the Gdfishall contain data specified in this
Act and in separate legislation, as well as inlégally binding decisions of the Office, in
particular rights and important facts under thid Agated to films and to direct and indirect
subsidies. Data of natural persons contained irOffiee’s records shall be considered data
public on grounds of public interest. The Officakltontrol the personal data set out in this
Act until their deletion from the records.

(3) Unless otherwise provided by this Act, the motipicture industry records shall
authentically attest the existence of the rights facts registered in them.

(4) The detailed rules of the records the Officedamthis Act, of the registration
procedures and of the data provision from the cshall be determined by the President’s
decree.

Title 5
Subsidy procedure

Certifying eligibility for subsidy
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Article31/B

(1) At the film producer’s or the film productiommpany’s request, based on point f) of
Article 19 (1), the Office shall control, establigind certify in its resolution eligibility for
direct and indirect state subsidies due to filmerémafter referred to as: eligibility for
subsidy). If the Office establishes and certifies €ligibility for subsidy, it shall register the
film and the data and the facts underlying thesleniin an ex officio procedure immediately
after the decision has become legally binding ie tfficial records on films entitled to
subsidies. If the film is already included in thecords, the Office shall supplement the
records with the data established in the resolwetified in paragraph (1). Establishing and
certifying eligibility for subsidy shall be a conidin for granting subsidies under Article 1 (3).

(2) When establishing eligibility for subsidieset®ffice shall examine the film’s budget
based on which it shall verify, establish and égttie amount of direct production costs and
direct Hungarian production costs underlying tlaessubsidy.

(3) When or before submitting the application fertdication of eligibility for subsidy,
the film producer or film production company shalinounce the start date of the film
production (preparation) no later than until thartsdate, as well as the start date of the
filming — including the pre-filming — at least 8ydabefore that date. Within 60 days of the
start of the filming — if only the post-productidone in Hungary, until the start date of the
post-production — the following documents shalsbhbmitted with the application:

a) the film’s final production plan, including preaion, flming and post-production,

b) in the case of a commissioned film, the agreenwnthe Hungarian company
participating in the production and the foreign coer (customer), in the case of an
international co-production film the co-productiagreement,

c) in the case of a non-commissioned film, documeatgying the coverage of the direct
production costs and the film’s total budget,

d) the film’s budget concerning the direct productiomsts (countersigned by all co-
producers and supporters), financial and finanpiag,

e) the film producer’'s or the film production comp&nystatement on the requested
issuance schedule for the subsidy certificates.

(4) Costs incurred because of the Office’s inapii@ exercise its control rights due to an
omission on behalf of the client, in particular thaission of or inadequate compliance with
reporting obligations under paragraph (3), shallberecognised as direct production costs.

(5) The Office shall examine the value of the ssvioncerned by the direct or indirect
subsidy if its price is higher than the usual magkee. In such cases, the Office may instruct
an expert whose costs shall be advanced by theogegpperson or organisation. If doubt
arises, the Office shall decide on the acceptahtiseacosts based on the expert’s opinion.

(6) When establishing eligibility for subsidy thefice shall examine adherence to the
subsidy ratios specified in Article 13.

(7) The Office shall notify of its decision the graer, the film production company and
the organisations granting direct subsidies tdithreand the tax authority if necessary.

(8) Upon reasoned request, in cases meriting dpeomsideration, the Office may
derogate from compliance with certain conditionslemparagraph (2), in particular those of
set production time and budget.

Subsidy certificate

Article31/C
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(1) The Office shall issue subsidy certificatesred film producer’s or film production
company’s request entitling to indirect state sdilesi in accordance with point f) of Article
19 (1) and point 36 of Article 4 of Act LXXXI of 86 on Corporate Tax and Dividend Tax
(hereinafter referred to as: the Tao. tv.).

(2) The request shall be accompanied by:

a) the general ledger statement and the generaldditieeincluding the book items of the
film, and

b) the statements of expenditure of costs provideterapplication and the actual costs of
the previous period, based on the budget approveenwestablishing the eligibility for
subsidy, broken down by item codes.

(3) The supporter’'s name, registered seat, tax eustiall be indicated in the application
or within 20 days of the submission of the appl@matand the agreement proving the
entitlement to the certificate.

(4) The subsidy certificate shall contain — in &iddi to the provisions set out in point 36
of Article 4 of the Tao. tv. — the film’s title an@gistration number, the period stated in the
application and the direct production costs fos {eriod.

(5) In the case of commissioned films, at the regoéthe film production company, the
film producer may also be indicated in the ceréfec

(6) The Office shall preserve the documents obthiime connection with the subsidy
certificates issued for ten years following theryefaissuance.

Article31/D

(1) The Office shall issue the subsidy certificateswith the exception specified in
paragraph (2) — after the completion of the filmdarction with respect to total direct costs of
production.

(2) The film producer or the film production compais entitled to request the subsidy
certificate on a monthly or quarterly basis if freduction is not completed in nine months or
the direct production costs exceed HUF 150 million.

(3) For the purposes of paragraph (2) the amoueaah certificate — if issuing certificates
for several supporters of the same film, the tatabunt —shall not exceed 20% of direct
production costs incurred until the issuance ofcirtificate.

(4) In order to achieve the ratio under Article (®) the Office shall prepare the final
accounts after the last financial period accoufdedn cases under paragraph (2), in which it
shall consider — with regard to the total accoumiests — the enforceability of the ratios under
Article 12 (10) and the correction of accountingits to be used for the copyright, the
producer’s fee, the accountable promotion costswels as financially settled costs not
accounted for in the period covered by the appboatnder Article 31/E (2).

(5) When issuing the certificate, the Office shafify adherence to the subsidy ratios set
out in Article 13, and, if they have been exceedeshall deduct the unlawfully paid subsidy
surplus from the sum determined in the subsidyfuste.

Article 3VE
(1) Film production and film production preparatioosts can be recognised as direct film
production costs if incurred — in connection withrigarian production in Hungary or abroad

— after the submission of the application for reegison and fulfil the conditions set out in
paragraph (2)-(9).
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(2) The Office shall recognise costs for the giy#rase of the production which are
connected to the settlement of accounts betweestéineand end dates of the period indicated
in the application and for which the applicant hasepted the invoice in the indicated period.

(3) Only costs the settlement of which is certifibg a document generated in the
production period corresponding to the final praduc plan or within three months of the
completion date can be recognised as direct filodyction costs.

(4) The amount of royalty for the copyright and sidiary rights of the work underlying
the film can be accounted for as direct film pradhrc costs if it does not exceed 4% of the
sum of the fifth and eighth invoice class of thagral ledger statement of the given film.

(5) The accounted amount of the producer’s feel studlexceed 4% of the sum of the
fifth and eighth invoice class of the general ledgfatement of the given film.

(6) Promotion costs of the production can be actamifor which do not exceed 2% of the
sum of the fifth and eighth invoice class of the@al ledger statement of the given film or
HUF 5 million. Buying advertising space for advsirig the film, in particular advertisement
published in the written press, public spaces, @males or in the radio or television shall not
be considered as promotion costs of the production.

(7) Travel costs related to the film production early be accounted for as direct film
production costs if at least the departure poiriherdestination is in Hungary.

(8) In the case of a film made of an event, onhgdi production costs not related to the
creation of the event can be accounted for. Ifeéhent-related costs and those of the film
production cannot be clearly separated, they stwllbe accounted for as direct production
costs.

(9) Costs the financial settlement of which is issd by issuing a bill of exchange or
offsetting products or services shall not be actedifor as direct production costs.

Article 31/F

(1) Film production and preparation costs or exjtenes qualifying as direct production
costs shall be recognised as direct Hungarian ptagucosts if:

a) accounted for on invoices specifed in poia)sb) of Article 160 (3) of Act C of 2000
on Accounting (hereinafter referred to as: the)Szt.

b) incurred in connection with discharging tax obligas or obligations generating
revenues at budgetary organs under Act CXVII of5188 Personal Income Tax, Act XLIII
of 2002 on Simplified Entrepreneurial Tax, the Tao.or Act CXX of 2005 on Simplified
Public Contributions, or

ba) incurred in connection with discharging contrilbatiobligations related to personal
payments made in connection the film production, or

bb) incurred in connection with discharging tax obligas charged to the profit before
taxation, including tax obligation of the issuer tbke invoice indicated in the invoice (in
particular, the non-deductible value added tax gddin advance, or other non-refundable tax
charged on the consumption as indicated in theiaey@nd

c) they fulfil conditions set out in paragraphs (2)-¢f Article 31/E.

(2) In addition to the provisions of paragraph #fi9 costs of the remuneration of foreign
artists and staff members directly contributinghte production can be accounted for as direct
Hungarian film production costs even if they ard mothe producer’s or the production
company’s books, provided that the resulting incosmgaxable in Hungary pursuant to Act
CXVIlI of 1995 on Personal Income Tax and it hasrbg@aid to the tax authority in
accordance with the relevant legislation. The poeduor the production company shall
credibly prove the payment of the tax.
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(3) If acquiring tangible assets, only the amotitsaof the equipment directly related to
film production can be accounted for pursuant tdgicke 52 of the Szt., for the period
beginning from the production until its completidhthe equipment is used for several film
productions at the same time, the eligible costdl ¢fe divided proportionally according to
the accounting policy of the film production compan

(4) From costs including mediated services seiropbint 1 of Article 3(4) of the Szt. the
value of the mediated services provided to the lgepfpom abroad shall not be accounted for
as direct Hungarian film production costs. The eabfl the mediated services provided from
abroad shall be declared by the film production gany.

(5) Invoices of domestic suppliers and other domeststs shall be considered Hungarian
production costs and shall be accounted for putdoahis Article.

(6) In justified cases the Office can extend itgutatory control to the intermediary
contracting parties and subcontractors and thegalleelationships in order to include the
actual service provider under the scope of thelatgry control.

Article31/G

(1) For subsidies provided by the MNF, the MNF khahtrol the use of the subsidy and
the film’s financial accounts, of which it shallgpare minutes as set out in the President’s
decree. The MNF shall immediately forward the masuto the Office. The Office shall be
bound by the contents of the minutes with respethe part of its regulatory decision on the
subsidy certificate under Article 31/C (1) examirgdthe MNF; it shall abide by the contents
of the minutes in its regulatory decision, exceppeovided by paragraph (2).

(2) If the contents of the minutes do not complytwvthe relevant legislation, the Office
shall call on the MNF, by setting a deadline, teeaththe minutes in order to comply with the
relevant legislation. If, despite the warning, th@&nutes do not comply with legal
requirements, the Office shall disregard the misnuded their content in its regulatory
procedure and decision.

(3) The Office can conduct a spot check with regardhe provisions of paragraph (1)
from the start of the film production until the dafythe film’s presentation.

(4) The provisions of paragraph (1)—(3) shall bel@g if, in the indirect state subsidy
procedure the supporting body providing direct estatibsidies pursuant to Article 1(3)
prepares minutes as set out in the decree of #sdent.

Article 3U/H

If issuing a subsidy certificate, the Office shalla procedure ex officio, register the film
and the data and facts underlying its regulatoryisien immediately after the decision has
become legally binding, in its records on filmsgadle for subsidies. If the film is already
included in the records, the Office shall amendrésords with the data established in its
legally binding resolution.

Title 6
Other tasks of the Office

Article 32
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(1) Based on an agreement with the Ministry, thec®fshall perform data collection and
data control tasks for the purpose of operatingribéon picture industry information system
of the National Statistical Data Collection Prograen

(2) The Office shall order its records under thig A& an electronic database as set out in
the decree of the President.

(3) The Office shall certify the eligibility of natal persons, organisations and films for
subsidies based on data in its records as sehdhisi Act, as well as the extent of eligibility,
in particular the settlement of accounts with relgardirect state subsidies.

(4) The Office shall register all films for statcstl puposes in a procedure ex officio for
the preparation or the production of which no statbsidies are used. The detailed rules of
the registration of such films are set out in teerde of the President.

Article 33

(1) The Office shall assist film producers, filmsuglibutors and motion picture
organisations in establishing international relagiolt shall support acquainting international
market players with provisions of this Act promagtithe development of motion picture
industry and shall participate in the work of Euwrap and international motion picture
industry organisations.

(2) The Office shall perform tasks set out in ldtat and multilateral international co-
production agreements, in particular it shall isgweeco-production certificate provided for in
the international convention, under the proceduogiged for in the convention.

(3) The Office can make recommendations to the stimiwith regard to the policy on the
domestic and international strategic issues ofntleéion picture industry, and the Hungarian
participation in the audiovisual programmes of tBeropean Union, it can make
recommendations to conclude international co-prbdn@greements and on their contents.

Chapter IV
PROTECTION OF NATIONAL FILM ASSETS
Hungarian National Digital Archive and Film Instiéu
Article 34

(1) The Hungarian National Digital Archive and Filmstitute (hereinafter referred to as:
the MaNDA) shall be an independent budgetary ogzarating as a public collection under
the direction of the Minister.

(2) The basic task of the MaNDA - besides its tgslissuant to Article 59 (7) of Act
CXL of 1997 on the Protection of Cultural Goods, $dum Institutions, Public Library
Services and Cultural Education - is to perfornkd¢aglated to the collection, processing and
preservation of tangible, written and other docutmesf the Hungarian and universal film
culture, to contribute to the development of Humgarculture through professional services
and research activities, and to promote motiorupgctulture-related education.

(3) The MaNDA shall manage films and video docuregmbvided to it in accordance
with the Government decree on the provision of natony copies of press products and other
publications for archiving purposes.

(4) The MaNDA's director shall be appointed andwssed by the Minister, its rules of
organisation and operation shall be approved byviinéster.
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Article 35

(1) The asset trustee’s right concerning natioihal &ssets shall be vested in the MaNDA.

(2) The MaNDA shall not sell, transfer or encumflens in the national film assets either
in part or in whole. The MaNDA shall use films re® for preservation or in the context of
provision of mandatory copies for archiving purposeits collection only in accordance with
the provisions of the Copyright Act.

(3) The MNF shall provide for the distribution d@lfvis in the national film assets based on
relevant legislation and the agreement with the BMIAN

(4) The detailed rules for the efficient and mehiannel distribution of films that form a
part of the national film assets, as well as theéhoe for distributing the revenue collected
from distribution shall be determined by the Gowveent in a decree. This shall not affect the
enforcement of rights held by right-holders undher Copyright Act.

(5) The MTVA can use films held by the MaNDA foretipurpose of performing its tasks
under the Mttv. and can cede them to public medraice providers under the Mttv. The
right to cede the use shall not be extended tal gharties. The MNF and the MTVA shall
enter into an agreement with prior authorisatiamfrthe Media Council on the terms of use
and ceding the use and on the reimbursement foudbetaking into account paragraphs (6)
and (7).

(6) The MaNDA and the MNF shall comply with the vegt of the MTVA to use films
within the deadline and in the manner requestedthey MTVA, unless compliance is
impossible or excluded by the law. The refusal Ishaljustified, in the case of unjustified
refusal the MTVA is entitled to compensation.

(7) Only justified costs incurred directly and iitably in connection with the use of the
film by the MTVA shall be eligible for reimbursemeamder paragraph (5).

Chapter V
CLOSING PROVISIONS
Article 36

(1) This Act shall enter into force on 1st April@®D Point 15 e) of Article 2 shall enter
into force on the date when the international yreet the accession to the European Union is
promulgated.

(2) The method and conditions of paying the procaldiees of the Office under this Act
as well as their amount and pricing rules shalli&ermined by the President in a decree.

(3) Films that are already under distribution & time of this Act entering into force need
not be reclassified according to the provisionthaf Act in respect of age restrictions or “art”
classification, and the previous age restrictiond &art” classifications recognised by the
Motion Picture Public Foundation of Hungary shalhtinue to be applied in their case.

(4) As of 1 January 2012, the budgetary appropmati(financial framework) of the
motion picture authority for its operation withinet budget of the National Office of Cultural
Heritage (hereinafter referred to as: the KOH)wa#l as the National Film Office’s assets
taken over by the KOH as of 1 January 2007 shalhdm®ded over to the NMHH with an
itemized settlement of accounts.

(5) With respect to the regulatory tasks relatethtomotion picture industry, the NMHH
shall be the legal successor of the KOH as of luaign2012. All documents and
electronically stored data generated during théopmance of motion picture industry-related
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tasks before 1 January 2012 shall be handed owbetdNMHH which shall store and control
them.

(7) Films classified for the protection of minomsfére 1 January 2012 to

a) Category Il shall be considered as classifiedate@ory lll,

b) Category Il shall be considered as classifieGabegory IV,

c) Category IV shall be considered as classifieddtegory V,

d) Category V shall be considered as classified ted@ay VI

as of 1 January by virtue of this Act.

(8) As of 1 January 2012 the provisions correspumdo their new classification under
paragraph (7) shall be applied to films classifedbre this date.

(9) In cases pending on 1 January 2012 the nevg@ads under paragraph (7) shall be
applied.

Article37

(1) The Government shall be authorised to estalotish decree the detailed rules for the
efficient and multi-channel distribution of filmbat form a part of the national film assets, as
well as the method for distributing the revenudemied from distribution.

(2) The Minister shall be authorised to establish decree

a) with the consent of the minister responsible Far supervision of state assets the rules
of state subsidies for motion picture industry\atiés not related to film production,

b) the conditions for classification as ,art” movigeatre pursuant to Article 25 (2) and
accessibility of movies for people with disabilgje

c) the detailed rules for supporting the operation ,aft” movie theatres and the
distribution of ,art” movies.

Article 38

The President shall be authorised to establishdiecace

a) the detailed rules of the records kept pursuanhi®Act, and of data provision from
the records,

b) the method of displaying the symbol correspondmthe category determined by the
Office in the film and in the movie trailer, at @liblic screenings of the film and the movie
trailer, on the packaging and cover of all data imetharketed as well as in all
communications and advertisements related to bime fi

c) the conditions for the age rating of films,

d) in the indirect support procedure the detaileéswdf the minutes prepared by the MNF
and other supporting bodies in the context of adlimig the use of the subsidies and the
film’s financial accounts,

e) the rules of issuing co-production certificateea@fied in international conventions and
other certificates necessary for the internati@esabperation of the Hungarian motion picture
industry,

f) film production costs underlying the eligibilityorf direct and indirect subsidies
established by the Office,

g) procedures in which electronic communication isidaory or exclusive,

h) the method and conditions for ordering recordseuatitis Act to electronic databases,

i) the method and conditions of paying the procediges of the Office under this Act as
well as their amount and pricing rules.

Conformity with European Union Law
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Article 38/A

This Act serves conformity with Article 24 of Ditdee 2004/38/EC of the European
Parliament and of the Council of 29 April 2004 dre tright of the free movement and
residence of the European Union’s citizens and tlaenily members within the territory of
the Member States amending Regulation No 1612/6BCjEand repealing Directives
64/221/EEC, 68/360/EEC, 72/194/EEC, 73/148/EEC34/EC, 75/35/EEC, 90/364/EEC,

90/365/EEC and 93/96/EEC.
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